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systems limit both the marketplace options of firms and the administra¬ 
tive choices of governments. That is, in each country financial markets 
are one element that delimits the ways in which business and the state 
can interact. The structure of those markets at once influences the ca¬ 
pacity of government to exert industrial leadership and the nature of the 
political conflicts that arise from its economic objectives. Very simply, in 
market economies where freely moving prices allocate goods and ser¬ 
vices, money is not only a medium of exchange but also a means of 
political and social control: it is one way of deciding who gets what. 
Therefore, by following the money flows in the market economy and in 
the institutions that structure that flow we can learn a great deal abput 
the uses to which the society’s resources are put, the people who make 
the allocative decisions, and the process through which control is ob¬ 
tained and exerted. 

All long projects require funds to conduct them and the support of 
friends and colleagues to complete them. This book was no exception. 
Funding came principally from the German Marshall Fund, the Coun¬ 
cil on Foreign Relations, and the University of California. Support and 
advice came from many people over many years. Several are owed 
special thanks. Peter Gourevitch and Suzanne Berger provided the 
indispensable encouragement and penetrating analysis that one re¬ 
ceives only when the best of friends also happen to be excellent schol¬ 
ars. In our frequent discussions Charles Sabel made me see more 
clearly what in fact I was attempting with this book. Peter J. Katzen- 
stein clarified the structure the argument should take. Those who 
worked with me on the sector studies that appear in American Industry in 
International Competition , another volume in this series, kept my eye 
focused on the real economy and not on the haze of academic argu¬ 
ments about the “crises.” Michael Borrus and James E. Millstein both 
aided my education about the American economy and kept my enthusi¬ 
asm for the questions fresh. John Ackerman of Cornell University 
Press worked with patience, exceptional intelligence, and skill to pene¬ 
trate my arguments and turn my sometimes heavy prose into a more 
accessible form. Patricia Lockary made my work on successive versions 
more tolerable by making sure that I kept the whole project in perspec¬ 
tive. Her editorial skill, honed in legal practice, and her complete intol¬ 
erance for social science jargon and vague concepts made this a much 
better book. 
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Preface 


The economic performance of all the advanced countries deterio¬ 
rated during the 1970s, in many cases quite abruptly. This deteriora¬ 
tion has provoked throughout the West a new debate about the proper 
role of government in the economy. Since solutions always depend on 
how one perceives a problem, it is not surprising that the sharply dif¬ 
ferent explanations of our current troubles have produced sharply dif¬ 
ferent prescriptions for resolving them. 

This book offers an interpretation of contemporary economic diffi¬ 
culties and of the policy debate they have engendered in the advanced 
countries. It discusses why it has become harder to manage the thou¬ 
sands of micro-changes in production and products which are neces¬ 
sary for economic growth and why attempts to make such changes are 
met with growing political resistance. The book’s general arguments 
are based on an analysis of the efforts of the governments of the larger 
advanced countries—the United States, Great Britain, France, West 
Germany, and Japan—to respond to shifting economic conditions in 
the years since the Second World War. The discussion focuses on the 
capacities of the various governments to intervene selectively to shape 
industrial outcomes and attempts to account for national differences in 
these capacities and in the strategies adopted. The book argues that 
there have been three distinct technical-political solutions to the prob¬ 
lems of growth: state-led, market-led, and negotiated. 

One element of the explanation of the differences in government 
capacities for industrial leadership is distinct to this book. I contend that 
an examination of national financial structures can illuminate both gov¬ 
ernment economic strategies and the political conflicts that accompany 
industrial change. The particular arrangements of national financial 
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